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March 12,2013

Ms. Melanie M. Hill
Executive Director
Tennessee Health Services and Development Agency
161 Rosa Parks Boulevard
Nashville, Tennessee 37 203

Dear Ms. Hill;

This letter is being sent to inform the Tennessee Health Services and Development

Agency that The Cambridge House in Sullivan County opposes Application CN1212-059

filed by NHC at Indian Path,LLC, as we believe approval of this application fails to meet

the criteria of the Certificate of Need process.

Representatives of our facility intend to be present at the meeting on March 27,2013 to

further express our opposition and ask that the application be denied by the agency.

Sincerely,

250 Bellebrook Road . Bristol, Tennessee 37620 . (423) 96g_4123 . Fax (423) 968-4076
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CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 
Division of Policy, Planning and Assessment 

615-741-1954 
    

DATE: February 28, 2013  
  
APPLICANT: NHC at Indian Path 
 2300 Pavilion Drive 
 Kingsport, Tennessee 37660-4622 
  
CON#: 1212—059 
  
CONTACT PERSON: Bruce K. Duncan, Assistant Vice President 

National Healthcare Corporation 
100 Vine Street 
Murfreesboro, Tennessee 37130 

  
COST: $10,385,615 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 2002, the 
Tennessee Department of Health, Division of Health Statistics, reviewed this certificate of need application 
for financial impact, TennCare participation, compliance with Tennessee’s Health:  Guidelines for Growth, 
2000 Edition, and verified certain data.  Additional clarification or comment relative to the application is 
provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
The applicant, NHC at Indian Path, LLC, located in Kingsport (Sullivan County), Tennessee, seeks a 
Certificate of Need (CON) for the replacement and relocation of the existing licensed Indian Path Medical 
Center Transitional Care Unit comprised of all said unit’s 22 licensed Medicare certified beds and the addition 
of 30 new Medicare certified nursing home beds for a project total of 52 nursing home beds to be called 
NHC at Indian Path and located at 2300 Pavilion Drive in Kingsport.  NHC at Indian Path will be Medicare 
certified.  The project will be located in the existing building at the site of the old Indian Path Pavilion 
Medical Center. 
 
The applicant intends to convert the former Indian Path Pavilion specialty hospital into a skilled nursing 
facility with a focus on rehabilitation services.  The project involves construction of 3,862 square feet at a 
cost of $212 per square foot and renovation of 42,996 square feet at a cost of $101 per square foot.   The 
total cost of the construction/renovation will be $5,161,300.  The cost is reasonable and in line with similar 
NHC projects. The applicant estimates the total cost per bed will be $235,362. 
 
NHC at Indian Path, LLC has one member, NHC/OP, L.P.  NHC/OP, L.P. owns 100% of NHC HealthCare, 
Farragut.  NHC/OP, L.P. also owns 100% in other nursing facilities in various states.  The applicant provides 
information regarding ownership in Attachment Section A, Applicant Profile - 4 Type of Ownership or Control.   
 
The total estimated project cost is $10,385,615 and will be funded through cash reserves as documented in 
a letter from the Senior Vice President and Controller in Attachment C.-Economic Feasibility-2. 
 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the document 
Tennessee’s Health: Guidelines for Growth, 2000 Edition. 
 
NEED: 
The applicant’s proposed service area is Sullivan County.  The following charts illustrate the 2013-2015 total 
population and 2013-2015 age 65 and older population as designated in the Specific Criteria for Nursing 
Home Services in the Guidelines for Growth. 
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Service Area Total Population Projections for 2013 and 2015 
 

County 2013 Population 2015 Population % Increase/ 
(Decrease) 

Sullivan 154,387 154,820 0.3% 
                       Source: Tennessee Population Projections 2000-2020, February 2008 Revision, Tennessee 
                                   Department of Health, Division of Policy, Planning and Assessment 
 

Service Area Age 65 and Older for 2013 and 2017 
 

 2013 Population 201 Population % Increase/ 
(Decrease) 

Sullivan 29,471 30,646 4.0% 
                       Source: Tennessee Population Projections 2000-2020, February 2008 Revision, Tennessee 
                                   Department of Health, Division of Policy, Planning and Assessment 
 
The following chart illustrates the 2010 nursing home utilization for Sullivan County.- 
 

Sullivan County Nursing Home Utilization 2011 (Provisional) 
 

Nursing Home Licensed 
Beds 

SNF Beds-
Medicare 

SNF/NF 
Beds-Dually 

Certified 

NF Beds-
Medicaid 

NF-ADC 
(Medicaid/

Level I 
Only) 

SNF 
Medicare 
Level II 

ADC 

NF-ADC Licensed 
Occupancy 

Bristol Nursing Home 120 0 0 120 0 13 12 81.7% 
Brookhaven Manor 180 0 0 180 206 28 25 87.7% 
Greystone Health Care Ctr. 165 0 0 165 100 15 10 82.2% 
Holston Manor 204 0 0 204 5 21 11 *141.0% 
Indian Path Medical Ctr. 22 0 0 22 0 16 12 77.6% 
The Cambridge House 130 0 0 130 0 26 12 93.0% 
The Wexford House 174 0 0 174 0 16 11 95.5% 

Total 995 0 0 995 311 134 94 94.0% 
                  Source:  Joint Annual Report of Nursing Homes 2011, (Provisional) Tennessee Department of Health, Division of Policy, Planning and Assessment 

                        *There appears to be an error in the reported utilization at Holston Manor. 
 
Licensed Beds -Total beds in a nursing home licensed by the Tennessee Department of Health. 
 

• SNF Beds, Medicare Skilled Nursing or TennCare/Level II beds where the payor source is either 
Medicare or Skilled Medicaid. 

• SNF/NF Beds, Dually Certified-Medicare Skilled Nursing or TennCare/Level II and Intermediate Care 
or TennCare/Level I beds where the payor source is either Medicare or Medicaid. 

• NF Beds-Medicaid-Intermediate Care or TennCare/Level I beds where the payor source is Medicaid.  
• Licensed Only Beds Non Certified-Skilled Nursing and Intermediate Care beds.  Payor source is 

private pay. 
• SNF Medicare/Level II ADC-Average Daily Census for skilled patients whose payor source is 

Medicare.  Average Daily Census is calculated by taking Medicare skilled/Level II patient days and 
dividing it by the number of days in a year (365) resulting in an average daily census. 

• SNF Medicare/Level II ADC-Average Daily Census for skilled patients whose payor source is 
Medicare.  Average Daily Census is calculated by taking Medicare skilled/Level II patient days and 
dividing it by the number of days in a year (365) resulting in an average daily census. 

 
NF-ADC-Average Daily Census for Level I/Intermediate Care patients. 
 
Facility Occupancy Rate for the total nursing home facility.  Occupancy Rate is calculated by taking total 
patient days and dividing it by the number of beds available in a year. 
 
Source:  The definitions and presentation are done in accordance with Health Services and Development 
Agency Members and Staff requirements, October 2006. 
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According to the Joint Annual Report of Hospitals, 2011 Provisional, there are 995 nursing home beds in 
Sullivan County.  Applying the need formula from the Specific Criteria for Nursing Home Services, the 
Division of Policy, Planning, and Assessment, determined there is a need for 1,460 beds. Subtracting the 
existing nursing home beds from the projected need, there is a need for 465 beds in the applicant’s service 
area. 
 
TENNCARE/MEDICARE ACCESS: 
The applicant’ funding sources will include Medicare, insurance, and private pay. The applicant will not 
participate in TennCare. 
 
The applicant’s projected first year revenue will consist of $1,544,842, or 37.32% managed care, 
$2,587,770, or 62.52% Medicare, $3,207 Medicare Part B or 0.08% and miscellaneous $3,127 or 0.08%. 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
In the Project Costs Chart, the total estimated project cost is $10,385,615, which includes $344,800 for 
architectural and engineering fees; $62,300 for legal, administrative, and consultant fees; $2,703,000 for 
acquisition of site; $5,161,300 for construction costs; $516,200 for contingency fund; $575,700 for fixed 
equipment; $637,900 for moveable equipment; $210,000 for landscaping and pre-opening; $151,100 for 
interim financing; and $23,315.18 for the CON filing fee. 
 
In the Historical Data Chart, the applicant reports Indian Path Medical Center’s Transitional Care 22 bed unit 
reported the number of patient bed days were 5,899, 6,265, and 5,939 in 2010, 2011, and 2012 with gross 
operating revenues of $12,818,641, $15,941,200, and $16,498,486 each year, respectively.  Contractual 
adjustments, provisions for charity care and bad debt reduced net operating revenues to $2,627,592, 
$2,464,489, and $2,087,429 each year.  The applicant reported management fees paid to non-affiliates of 
$2,890,182, $2,952,251, and $2,308,426 each year, respectively.  The applicant reports a net operating 
losses of ($3,092,091) ($3,680,469) and ($3,105,408). 
 
In the Projected Data Chart, the applicant projects 8,741 patient days and 46.05% occupancy in year one 
and 17,870 patient days and 94.15% occupancy in year two with gross operating revenues of $5,568,609 
and $11,561,689 in year two.  Contractual adjustments, provisions for charity care and bad debt reduced net 
operating revenues to $4,138,946 and $8,630,809 each year, respectively.  The applicant projects $124,168 
and $258,924 for management fees to affiliates each year.  The applicant projects a net operating income / 
(loss) of ($1,105,448) in year one and $224,889 in year two. 
 
The applicant projects an average gross charge in year one of $637.07, with an average deduction of 
$163.56, resulting in an average net charge of $473.51.  In year two, the applicant projects $646.99, with 
an average deduction of $164.01, resulting in a net charge of $482.98.  The applicant compares charges 
with other providers on page 118 at the end of the application. 
 
The applicant considered alternatives to this project including requesting more than 30 beds, requesting 
fewer than 30 beds and doing nothing.  The current proposal is being pursued because it meets the 
projected needs of the health care community in Sullivan County. 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
 
The applicant has transfer agreements with HealthSouth Rehabilitation Hospital, Indian Path Medical Center, 
Select Specialty Hospital, Welmont Bristol Regional Medical Center, Welmont Holston Valley Medical Center 
and other area Kingsport, Sullivan County and surrounding health care providers. 
The applicant lists other contractual and working relationships on pages 37- 40 of the application. 
 
The project will serve as an expansion of needed skilled nursing home beds and services in Sullivan County.  
The project is expected to have no negative effects on the health care system or duplicate services because 
the 30 beds represent only a fraction of the need in the service area. 
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The applicant projects it will require 1.0 FTE Director of Nursing, 8.4 FTE registered nurses, 4.2 FTE licensed 
practical nurses, and 22.4 aides/orderlies by year two of the project. 
 
The applicant has established relationships with East Tennessee State University, Milligan College, King 
College, Northeast State Technical Community College, CNT School, Nashville Area Technical School, and 
Tennessee State Vocational College. 
 
NHC at Indian Path intends to be licensed by the Tennessee Department of Health, Board for Licensing 
Healthcare Facilities.  NHC at Indian Path is not currently licensed by the State of Tennessee and the 
building is vacant. 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the document 
Tennessee’s Health: Guidelines for Growth, 2000 Edition. 
 

NURSING HOME SERVICES 
 
Public Chapter No. 1112, Senate Bill No. 2463, which passed during the 1998 legislative session, amended 
and changed the code sections establishing the bed need formula that the Health Facilities Commission must 
follow when granting certificates of need for nursing home beds in Tennessee.  During a fiscal year (July 1-
June 30), the Commission shall issue no more than the designated number of Medicare skilled nursing 
facility beds for applicants filing for a certificate of need.  The number of Medicare skilled nursing facility 
beds issued shall not exceed the allocated number of beds for each applicant.  The applicant must also 
specify in the application the skilled services to be provided and how the applicant intends to provide such 
services. 
 
A. Need 
 
 1. According to TCA 68-11-108, the need for nursing home beds shall be determined by applying 

the following population-based statistical methodology: 
 
  County bed need = .0005 x pop. 65 and under, plus 
     .0120 x pop. 65-74, plus 
     .0600 x pop. 75-84, plus 
     .1500 x pop. 85, plus 
 

According to the Joint Annual Report of Hospitals, from 2011(Provisional data), there are 995 
nursing home beds in Sullivan County.  Applying the need formula from the Specific Criteria for 
Nursing Home Services, the Division of Policy, Planning, and Assessment, determined that there is a 
need for 1,460 beds. Subtracting the existing nursing home beds from the projected need of beds, 
there is a need for 465 beds in the applicant’s service area. 

 
 2. The need for nursing home beds shall be projected two years into the future from the current 

year, as calculated by the Tennessee Department of Health. 
 
  The bed need is projected two years into the future from the current year. 
 
 3. The source of the current supply and utilization of licensed and CON approved nursing home beds 

shall be the inventory of nursing home beds maintained by the Tennessee Department of Health. 
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Sullivan County Nursing Home Utilization 2011 (Provisional) 
 

Nursing Home Licensed 
Beds 

SNF Beds-
Medicare 

SNF/NF 
Beds-Dually 

Certified 

NF Beds-
Medicaid 

NF-ADC 
(Medicaid/

Level I 
Only) 

SNF 
Medicare 
Level II 

ADC 

NF-ADC Licensed 
Occupancy 

Bristol Nursing Home 120 0 0 120 0 13 12 81.7% 
Brookhaven Manor 180 0 0 180 206 28 25 87.7% 
Greystone Health Care Ctr. 165 0 0 165 100 15 10 82.2% 
Holston Manor 204 0 0 204 5 21 11 *141.0% 
Indian Path Medical Ctr. 22 0 0 22 0 16 12 77.6% 
The Cambridge House 130 0 0 130 0 26 12 93.0% 
The Wexford House 174 0 0 174 0 16 11 95.5% 

Total 995 0 0 995 311 134 94 94.0% 
Source:  Joint Annual Report of Nursing Homes 2011,(Provisional) Tennessee Department of Health, Division of Policy, Planning and Assessment 

 
4.   “Service Area” shall mean the county or counties represented on an application as the reasonable 

area to which a health care institution intends to provide services and/or in which the majority of its 
service recipients reside.  A majority of the population of a service area for any nursing home should 
reside within 30 minutes travel time from that facility. 

 
The service area is Sullivan County and the facility is within 30 minutes travel time by the majority 
of the population. 
 

5.    The Health Facilities Commission may consider approving new nursing home beds in excess of the 
need standard for a service area, but the following criteria must be considered: 

 
  a. All outstanding CON projects in the proposed service area resulting in a net increase in 

beds are licensed and in operation, and 
 
          There are no outstanding CON projects in the proposed service area. 
 

 
  b. All nursing homes that serve the same service area population as the applicant have 

an annualized occupancy in excess of 90%. 
 
   The service area occupancy is 94.0% 
 

 B. Occupancy and Size Standards: 
 
  1. A nursing home should maintain an average annual occupancy rate for all licensed beds of 

at least 90 percent after two years of operation. 
 
   The applicant projects over 90% occupancy in year two of operation. 
 
  2. There shall be no additional nursing home beds approved for a service area unless each 

existing facility with 50 beds or more has achieved an average annual occupancy rate of 95 
percent.  The circumstances of any nursing home, which has been identified by the Regional 
Administrator, as consistently non-complying with quality assurance regulations shall be 
considered in determining the service areas, average occupancy rate. 

 
   The applicant provides a survey history of the nursing homes in Sullivan County on page 40, 

Attachment Section C. General Criteria-2B. 
 
  3. A nursing home seeking approval to expand its bed capacity must have maintained an 

occupancy rate of 95 percent for the previous year. 
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   The existing 22 beds, currently operated and licensed to Mountain States Health Alliance, 
Inc. in the Indian Path Medical Center, has been operated within an acute care center, 
Seventh Floor, which historically has not operated at the occupancy of 95% due to the small 
number of beds available and based on how the hospital based skilled nursing home units 
typically operate. 

 
  4. A free-standing nursing home shall have a capacity of at least 30 beds in order to be 

approved.  The Health Facilities Commission may make an exception to this standard.  A 
facility of less than 30 beds may be located in a sparsely populated rural area where the 
population is not sufficient to justify a larger facility.  Also, a project may be developed in 
conjunction with a retirement center where only a limited number of beds are needed for 
the residents of that retirement center. 

 
This criterion is not applicable as this project is for the addition of 30 beds to an existing 22 
bed facility. 
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